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KEY ECONOMIC INDICATORS: SWEDEN 
; ia 2/ 

All values in millions U.S. dollars — 
Indices etc, represent period 
averages, unless otherwise indicated 


A B 2 Estimate 
1974 1975 1976 3 
Exchange Rate: US $1.00 Skr 4.43 Skr 4.15 Skr 4.302/ 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 56,374 69,538 74,020 
GDP at Constant 1968 Prices 39,264 42,258 40,640 
Per Capita GDP, Current Prices, in $ 6,895 8,472 8,990 
Plant and Equipment Investment4/ 2,014 2,417 2,490 
Personal Income 32,301 40,018 42,770 
Indices: So 
Industrial Production (1968 = 100) 134 131 ° 130 
Avg. Labor Productivity (1972 = 100) 104 105 ° 105 
Avg. Industrial Wage (1947 = 100) 973 1,118 1,300 
Labor Force (000's) 3,962 4,062 4,100 
Avg. Unemployment Rate (%) 2.0 1.6 ° 1.5 


MONEY AND PRICES 
Money Supply 
Interest Rates: 
Central Bank (as of 10/4/76) 
Commercial Banks, Prime (as of 10/4/76) 
Indices: 
Wholesale Price (1949 = 100) 
Retail Sales (1970 + 100) 
Consumer Price (1949 = 100) 


BALANCE OF PAYMENTS AND TRADE 

Gold & For. Exch. Reserves (year end for 

A and B, end September for 1976) 1,878 3,273 +63.2 2,788 

Balance on Current Account -940 -1,643 -63.7 -1,530 

Balance of Trade -507 -479 +11.4 +50 

Exports, FOB 15,917 L7,3o2 + Zoe 18,680 
U.S. Share 835 892 0 934 

Imports, CIF 16,424 17,831 ae 18,630 
U.S. Share 1,038 1,161 + 6.5 1,304 


Main imports from U.S. in 1975: Machinery, appliances, and telecommunications equipment, 
478.3; chemicals, pharmaceuticals, and plastics, 110.6; foods and beverages, 91.1; 
instruments and optical goods, 64.1; motor vehicles and other means of conveyance, 63.0; 
coal and coke, 38.3; ores and metal scrap, 31.6. 


Sources: Finance Ministry, Central Bank of Sweden, Central Bureau of Statistics, and 
Economic Research Institute. Footnotes: 1/ End-users should bear in mind that convert~ 
ing kronor values to dollars through differing exchange rate averages can distort appar- 
ent trends. 2/ Calculated, where applicable, on basis of amounts in kronor. 3/ Average 
for January through October. 4/ Total machinery investment in mining and manu- 
facturing, excluding water, gas, and electricity works. 





SUMMARY 


The economic recession ofthe industrialized West of 1973-75 had less 
immediately depressing consequences for Sweden than for most countries 
affected. Unemployment remained at a level of only about 1.5% due to 
various anti-cyclical measures. The bottom of the production cycle 
was probably reached in the spring of 1976 in Sweden, several months 
later than in Western Europe and the U.S. Sweden's upturn, though, 
has been very sluggish. 


Sweden must export to remain prosperous--it has one of the highest 

per capita income levels of the industrial world--and its competitive 
position's deterioration due to rising costs in the past two years has 
been of concern. At the same time, in September the Social Democratic 
Party, in power since 1932, was defeated by a coalition of three parties 
which now must decide what to retain from Social Democratic policies and 
legislation, and what to change to meet Sweden's evolving needs. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


A New Look in Government. 


Elections in Sweden in September installed a coalition of three parties 
which had formed the opposition to the Social Democrats and their parli- 
amentary allies, the Swedish Communist Party, since 1932. New leadership 
was sworn in in early October, headed by Prime Minister Thorbj&8rn Fdlldin, 
leader of the Center Party, Vice Prime Minister and Minister of Labor 

Per Ahlmark of the Liberal Party, and GSsta Bohman, Minister of Economy 
and leader of the Moderate Party. This triumvirate presented a program 
which built on the Social Democrats' policies of recent yéars and departed 
from them in promising to slow down and possibly cease nuclear power 
development, to reestablish the economic and social viability of the 

small businessman, and to attempt to decentralize economic policy direction 
which the Social Democrats had built up in Stockholm. The new program 
contains challenges and inconsistencies which the coalition may have to 
amend and realign as its newly acquired responsibilities are tested in 
contests with the Social Democrats in the Riksdag. (The Riksdag, newly 
elected as well, consists of 349 members, 180 of whom are in the coalition, 
and 169 in the combined forces of the Social Democrats and Communists.) 


A_Slow Upturn Underway 


The elections, the big news of 1976, came as Sweden was groping upward 
from economic recession. Throughout 1974 and 1975 Sweden had managed 
much better than most industrial nations to maintain employment and 
production levels. The unemployment rate, for example, remained at about 
1.5% as defined by Swedish authorities. The bottom of the recession 
probably occurred in the spring of 1976, nearly a year after the U.S. 
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and other OECD nations had reached their point of upturn. (The 
Organization for Economic Cooperation and Development is a grouping 
of the major non-communist industrial countries based in Paris and 
concerned, inter alia, with world economic trends.) 


Surveys in the summer showed that the inflow of new orders to Swedish 
industry from foreign and domestic customers was increasing, although 

the overall backlog remained relatively unsatisfactory. The rate of 
capacity utilization and volume of production began to increase, although 
slowly, and by midsummer still had not returned to the level of a year 
earlier. 


In the machinery and industrial equipment industry a slight improvement 
was noted in new orders after a steady deterioration since 1974. Inven- 
tories continued to rise, but at a lower rate. Some optimism prevailed 
with regard to the outlook for the balance of 1976, but for the industry 
as a whole (electrical machinery, instruments, transportation equipment 
and metal manufacture) no significant expansion of production was 
expected before 1977. 


Shipbuilding remained depressed due to the world glut of shipping faci- 
lities. Order backlogs have been down for two years, much excess capacity 
exists, and a sizeable reduction in manpower in the Swedish shipyards 
seems inevitable. 


Similarly, the textile, clothing and leather industry has been hard hit 
and despite some improvement in order backlogs since the spring, no 
Significant upturn is foreseen. 


In food, beverage and tobacco production a somewhat higher rate of utili- 
zation prevailed in the spring and summer and prices were shifted upward 
where Swedish price control authorities permitted. A slow increase in 
output volume is expected. 


In sawmilling and lumber, orders improved and the rate of production 
increased more markedly than in other industries; some mills are now 
at capacity. Optimism exists that large inventories can be worked down 
and some price relief achieved. In the related industry of wood pulp, 
Paper and paperboard, signs of recovery were also recorded, but high 
inventories were expected to dampen acceleration in the rate of mill 
operations. 


Other Swedish industries experienced slight improvements in orders per- 
mitting some improvement in production levels, such as chemical, rubber, 
Plastic and cement industries. 


The strong decline in orders for iron, steel and non-ferrous metals which 
characterized 1975 halted in early 1976, when new orders turned up slightly. 
Capacity utilization is unsatisfactory and inventories of finished products 
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remain large. Nonetheless some manufacturers have been able to raise 
prices. 


In summary, early in 1976, an upturn occurred in the measures of pro- 
duction volume in the machinery and transportation, wood, pulp, and 
iron and steel industries, the most important segments of Swedish 
industries. Roughly speaking, however, this returned Sweden to produc- 
tion levels of 1973, and was still below levels of late 1974. 


Foreign Trade and Balance of Payments Problems 


As a nation dependent to an unusual degree on exports (Swedén exports 
nearly one-fourth of its gross national product, chiefly to Western 

Europe, the Nordic countries, and the U.S.), Sweden's competitive position 
in international trade has been much debated in recent months. Social 
Democratic wage settlements and social welfare programs have raised 
production costs rapidly. Labor costs have doubled since 1972 and rose 
over 40% in the past two years. Sweden has at present the highest labor 
cost per unit of output of any industrial country in the world. Combined 
with other elements in the cost structure, this upward shift in labor 

costs has contributed to a higher rate of inflation in 1976--11% at mid- 
summer, though dropping somewhat by early fall. Again, Sweden's inflation 
rate exceeds that of some of its foremost competitors, such as West Germany, 
the U.S. and Japan. In an effort to control inflation, the Swedish Govern- 
ment placed price ceilings on many consumer items--some food, personal use 
articles, and automobiles, for example--and subsidized foodstuffs. 


The last Swedish Government forecast in early 1976 that total demand would 
increase more rapidly abroad than in Sweden, thus stimulating exports to 
rise relatively more rapidly than imports and yielding a balance of trade 
surplus of almost $700 million. Exports have lagged behind expectations, 
however, and imports have been well above expectations. Continuing sizeable 
deficits on transfers and services raised the prospect of a balance on 
current account in deficit by between 1.5 and two billion dollars. Although 
borrowing abroad, which financed the 1975 deficit and even allowed a sizeable 
increase in foreign exchange reserves, could still cover this deficit, 
troubles on the foreign exchange market have imperiled even this alternative. 
During August, September and early October massive speculation on a revalu- 
ation of the German mark (against the currencies, such as the Swedish krona, 
which are tied to the mark) drained Sweden's accounts of over $1 billion in 
official reserves. The largest-ever increase in the Central Bank's discount 
rate and a ceiling on commercial bank lending may reverse this trend now 
that the mark has been revalued by three percent against the krona. The 
key question, however, is whether the three percent revaluation will be 
considered sufficient by speculators. Inasmuch as the Fdlldin Government 
has no intention of leaving the "currency snake" around the mark, they 
unquestionably face the need for serious and drastic measures to restore 
Sweden's competitive position. If speculation drives the mark up further, 
and the krona along with it, then the Government's task will be made even 
more difficult. 





Challenges 


The political campaign of the summer and early fall revealed widespread 
hope that personal tax burdens could be lightened and small business 
encouraged. An active minority also supported Fdlldin's promise to 
dismantle Sweden's growing nuclear power infrastructure. The new govern- 
ment had to abandon partially its nuclear power position, however, and 

is now studying the question urgently from the point of view of radio- 
active waste disposal and fuel reprocessing options. Fdlldin is expected 
to propose several measures to relieve financial and bureaucratic burdens 
on small business and reduce marginal tax rates on personal income in the 
50-65,000 krona class. All in all, it seems generally agreed that Sweden's 
social welfare programs will continue with little change. It is also 
widely accepted that a highly controversial plan to distribute common stock 
shares in companies to collective funds managed by the unions (the Meidner 
Plan) has been shelved. Participation by unions in management decision- 
making under Social Democratic legislation will continue, however, and in 
fact will increase as of next January. 


B. IMPLICATIONS FOR THE UNITED STATES 


Present and potential US investors in Sweden may welcome the disappearance 
of the Meidner Plan but must still contend with the cost-influencing factors 
mentioned above. Sweden as an export base has become less attractive than 
many other countries, including the US. In selected areas, however, pro- 
duction for the Swedish market, or exports to the Swedish market, can be 
attractive, as noted in the following paragrphs. 


The U.S. Trade Center for Scandinavia, located in Stockholm, mounts a 
number of major exhibitions every year, and through private showings and 
other means generally assists American firms in promoting their products. 
One major result is assisting U.S. exporters in finding suitable agents 
throughout the Nordic countries. 


Several industries are targeted for promotion concentration each year. 


Among the target industries with special promise in Sweden in 1976-1977 
are: 


U.S. computers and peripherals, a category with $49 million exports to 
Sweden in 1975, not including terminals. This figure has increased about 
35% each of the last two years and reflects a steadily increasing market 
share. A data processing exhibition is planned by the U.S. Trade Center 
in the fall of 1977. 


The area of building supplies, construction and materials handling equipment 
is another category in which U.S. exports do especially well. The total 


for 1975 was $43 million compared to $35 million in 1974 and $21 million in 
1973. The U.S. Trade Center plans an exhibition on this theme in early 1978. 





Another industry with strong current growth and continued good potential 
2S metalworking equipment. Sweden itself is a manufacturer and exporter 
of this equipment while importing sizeable quantities. The level of U.S. 
exports to Sweden in 1975 was somewhat over $20 million. 


The level of business equipment imports from the U.S. was also about $20 
million, including a large portion in computer terminals. 


The aviation/avionics equipment exports continue strong at $36 million 
with about one-third of that total in jet turbine parts. 


Other product categories with more than $12 million in U.S. exports to 


Sweden last year are electronics components, gasoline engines, graphic 
industries equipment, health care equipment, laboratory instruments, and 
communications equipment. 
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